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TRANSFER AGENTS 
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Disbursed directly by 
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The management will solicit proxies for the annual meeting of stockholders to be held 
on November 6, 1964. Copies of the notice of meeting, proxy and proxy statement 
will be mailed to stockholders on or about September 25, 1964. 


QUAKER OATS 

America's largest selling breakfast cereal 
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AUNT JEMIMA PANCAKES 
Mother's favorite brand 
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INCREASE 

DECREASE* 


Financial Summary 

Year ended June 30 1964 


Net sales. 

Income before income taxes . 

Income taxes. 

Net income. 

Preferred dividends. 

Common dividends. 

Earnings retained in the business . 

Income before income taxes .... 
(after deducting preferred dividends) 

Income taxes. 

Net income. 

(after deducting preferred dividends) 

Net current assets (working capital) . 

Plant property. 

Other assets. 

Funded debt and preferred stock . 

Deferred income taxes. 

Common stockholders’ equity . . . 


Thousands of Dollars 


$ 384,174 

$ 375,781 $ 

8,393 

28,815 

30,364 

1,549 

13,636 

14,878 

1,242 

15,179 

15,486 

307 

612 

711 

99 

8,807 

8,799 

8 

5,760 

5,976 

216 


Per Common Share 


$ 7.04 

$ 7.41 

$ 37' 

3.40 

3.72 

32' 

3.64 

3.69 

.05' 

Thousands of Dollars 


$ 68,647 

$ 71,548 $ 

2,901 1 

79,838 

73,359 

6,479 

11,473 

10,456 

1,017 

29,824 

31,836 

2,012' 

4,097 

2,457 

1,640 

126,037 

121,070 

4,967 
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Report To Stockholders 


We are pleased to report to you on the Company’s progress for the year ended 
June 30, 1964, and present the Financial Summary on the opposite page. 

Sales and Earnings 

Consolidated sales were $384,173,565, as compared with $375,781,071 last year. 

Net income was $15,178,353, as compared with $15,486,232 the year before. 
This was $3.64 per share of common stock as compared with $3.69 per share in the 
previous year. 

Common dividends were $2.20 per share. 

Dividends received from unconsolidated subsidiary companies totaled $.22 a 
share. Last year they amounted to $.25 a share. 

The policy was adopted this year of recording the 7% investment credit as a 
current reduction in tax expense, and the credit deferred last year was so adjusted 
this year. This change, together with other special items, had the net effect of 
increasing income $.20 per share. In the preceding two years special items reported 
increased net income $.31 per share in each year. 

Grocery Products Division 

Sales volume on grocery store products increased. We had an excellent year on 
ready-to-eat cereals, showing improvement in both profits and volume. Quaker Puffed 
Wheat and Quaker Puffed Rice showed strength, and Life cereal sales have been 
most encouraging. 

Quaker Oats and Mother’s Oats, the leaders in the hot cereal field, continue to be 
appreciated by the housewives of this country. Profits were maintained in this area. 

Sales of Aunt Jemima Pancake Mixes again showed a very satisfactory improve¬ 
ment. Aunt Jemima Frozen Waffles also made good progress in the frozen foods 
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area. Twenty-seven Aunt Jemima Kitchens are now operating in the United States, 
two in Canada, one in England, and one in Mexico. This franchise program will be 
further enlarged this year. While showing us a modest royalty return, this program 
is also helping to strengthen the over-all reputation of Aunt Jemima products. 

Pet food results were varied. The dog food line, led by Ken-L Ration, showed 
some improvement in sales. On the other hand, our Puss ’n Boots cat food was 
adversely affected by strong, new competition. 

Our important packaged corn meal and grits business made an improved con¬ 
tribution to earnings. Aunt Jemima and Quaker brands continue to maintain their 
dominant position in this field. 

Wolf Brand Chili leads the field in the Southwest—the area of largest per capita 
chili consumption. This regional business turned in an excellent performance during 
the past year. 

New Products Through Research 

During the past year the size and scope of our new product effort was considerably 
expanded. As a consequence, we are currently moving into national distribution with 
a number of major entries. 

The most important new item is Cap’n Crunch. This is a pre-sweetened ready-to- 
eat cereal, which has done very well in test markets. It is named for a colorful 
cartoon character, Cap’n Crunch, whose name is descriptive of this cereal which stays 
crunchy in milk. We are optimistic about this product. 

In a prosperous America, the care and feeding of pets has become a very important 
business. To meet popular demand for greater variety and to counter competitive 
efforts, we have stepped up new product introductions. Five new “Gourmet” Puss ’n 
Boots items are now achieving national distribution. In the growing dry cat food 
field, Pamper and Saucy Pamper (a product coated with milk solids) are now being 
offered to the consumer. In addition, we are currently launching a new Ken-L Ration 
Stew for dogs as a companion item to Ken-L Ration, which continues its leadership 
in the canned dog food field. 

The initial acceptance of these new pet food products has been excellent. Other 
new convenience grocery products are presently being tested. We hope to expand 
the distribution of some of these during the months ahead. 

Burry Biscuit Division 

The operating profit of the Burry Biscuit Division was considerably improved 
over the prior year. This was achieved despite higher raw material and packaging 
costs and during a year in which marketing investments in branded products were 
substantially increased. 

We look forward with enthusiasm to the near and long term prospects in this 
division for several reasons. First, there is substantial room for further growth in 
the cookie and cracker market. Marketing programs initiated in 1963-64 continue 


KEN-L RATION 

Balanced nutrition makes it the country's 
leading canned dog food 
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“Come home. 
Tom. 


“I’ve got something special for you, Tom. 

New Puss ’n Boots Gourmet Dinners. 

“See, Tom. Chicken. Real chicken. Pork liver and gravy. 
Chicken and liver, Tom. Kidney and gravy. Horsemeat and gravy. 

“Five special treats, Tom. For Sundays. For your birthday. 
For when you’re extra good. For variety, Tom. 

To add a little spice to your life. Please come home, Tom. Please? 

“After all, Tom, who knows more about cats 
than Puss’n Boots?” 


















to produce results above expectations. Finally, capital investments of prior years and 
the resulting production economies were significant in the 1963-64 profit and will 
strengthen our competitive position in the future. 

Feed Division 

Our feed business is directly related to the country’s agricultural economy. It is 
affected both by price and production trends of the end products. 

During the past year producers experienced continued poor returns on broilers 
and also saw lower prices for eggs, pork, and beef. As a consequence, feed volume 
was lower than during the previous year. Nonetheless, the division made a significant 
contribution to profit. 

A careful study of the feed industry carried out during the past year, points to 
continued growth. The meat, milk and egg requirements of an increasing population 
will mean a greater demand for feedstuffs. Due to changing trends, these feedstuffs 
will be consumed on fewer but much larger and stronger farms. Consequently, we 
see continued opportunities for our Ful-O-Pep feeds, which carry with them the 
superior research of our technical organization. As evidence of the capabilities of 
our research team, we have achieved a highly significant nutritional breakthrough in 
our Cattle-izer beef and dairy feeds. 

Both our new feed plant at Sioux City, Iowa, and our leased mill at Cuero in 
south Texas are well located to service the livestock feed potential in these areas. 

Chemicals Division 

The past year was a busy and profitable one for our Chemicals Division. Sales 
of our products were up 25% as compared with last year, with a corresponding 
increase in profits. 

For the past few years we have been concentrating our chemical research on 
areas which appear to have the best chances of technical and commercial success. 
This policy must be credited for much of our present and projected improvement 
in profits. 

We continue intensive work on the modification and improvement of foundry 
binders based on furfuryl alcohol. Research results during the past year have again 
resulted in further broadening the market potential for such binders. While we do 
not make foundry resins, we do supply know-how to foundry binder manufacturers 
who service the foundries. 

During the year we completed and put into operation a plant for the production 
of tetrahydrofuran, a chemical based on furfural and used as a specialty solvent and 
as a raw material for spandex fibers, for cast elastomers, and for specialty foams. 

We are installing a hydrogen unit at Memphis and a new boiler plant at Omaha. 
Both of these units will be completed shortly, and they are expected to reduce our 
operating costs. 

We are continuing our intensive sales efforts in foreign markets with successful 
results. 


PUSS *N BOOTS 

Introductory ad for new varieties of the 
most popular cat food 
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International Operations 

Over-all sales outside the United States were the equivalent of $96,000,000 
as compared with $90,000,000 last year. Included were sales of $51,000,000 
of unconsolidated companies in Europe, Latin America, and Australia, which are 
not a part of the consolidated financial statements. This compares with $47,000,000 
the year before. Earnings of these companies were $1,000,000, as compared with 
$1,500,000 last year. 

In the European area, sales increased but profits were lower, mainly as a result of 
accelerating marketing efforts in support of our grocery products. This involves 
underwriting the development of our markets in Germany, France, and Italy and 
continued product diversification in the more established companies. 

Both sales and profits increased in Latin America, although exchange weakness 
in Brazil affected reported results. Additions to existing product lines were made in 
all companies. The world-wide publicity given to our successful introduction in 
Colombia of a low cost, high protein food called "Incaparina” is an indication of 
the significant nutritional contribution we are making in this area. 

Our Canadian company, results of which are consolidated, produced an all time 
record in sales and earnings. The program for further diversification of our growing 
grocery products business continues to show good results. Manufacturing facilities 
at Peterborough and Trenton, Ontario, were expanded, and the new feed mill 
recently constructed at Guelph, Ontario, is now in operation. 

Operations 

Property, plant and equipment expenditures aggregated $13,225,283 as compared 
with $10,295,113 last year. Continued capital investments and methods improve¬ 
ments have resulted in improved costs. New cost budgeting and control techniques 
are proving effective in increasing production efficiency. Emphasis on control of grain 
and material usage has also contributed to lower costs, and new milling equipment 
and techniques were tested this past year which indicate further immediate progress 
potential in this important area. 

New concepts in process design, including computerized manpower scheduling 
and project planning and control systems, have been effective. 

As a result of constant study of our grocery products distribution system, we arc 
continually making improvements in customer service. Our palletized shipping pro¬ 
gram, which is regarded as one of the best offered by grocery manufacturers, is 
receiving enthusiastic acceptance from the trade. We now ship on pallets in specially 
designed railroad cars from plants to distribution centers and from distribution 
centers to customers. Not only does this program lower our customers’ costs of un¬ 
loading, but it has produced a major reduction in railroad damage to our products. 

Management 

During the past year we took steps to strengthen the marketing organization. 
New people have been added to our staff in key positions. We have also made 
advertising agency changes which should decidedly improve the effectiveness of our 
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large promotional expenditures. You will be interested in the discussion of our 
advertising programs in a later section of this report. 

Effective forward planning has long been recognized by us as a major element 
of profitable growth. Over the years w r e have taken steps to improve and expand our 
company-wide planning capabilities. Recently we established a Corporate Planning 
Department, reporting to the Chairman, to facilitate the development of a balanced 
program of action in all segments of the business, both here and abroad. This depart¬ 
ment is also responsible for new-venture plans in fields outside our existing product 
areas, whenever moves into such new fields appear desirable to help maintain profit¬ 
able growth. 

Mr. Frank C. Schell, Jr., who was Vice President in charge of research and de¬ 
velopment for the past five years, has been appointed Vice President in charge of 
corporate planning. Mr. Hartley C. Laycock, Jr., has been made Vice President in 
charge of research and development. 

Board of Directors 

It is with deep regret that we record the death of two of our Directors during 
the past year, Mr. George W. Burry on October 2, 1963, and Mr. Theodore V. 
Houser on December 17, 1963. Mr. Burry founded the Burry Biscuit Corporation 
in 1935 and was its president until it became a division of The Quaker Oats Com¬ 
pany in 1962. Thereupon he became a Vice President of The Quaker Oats Company 
and in November of 1962 was elected a member of the Board of Directors. Mr. 
Houser had been a member of the Board of Directors since June 1953. He was 
an outstanding business and civic leader and enjoyed a long and distinguished career 
with Sears, Roebuck and Co. Both of these men had earned the warm affection and 
sincere admiration and respect of all their associates. We will miss their friendly 
presence, dedicated service, and valuable counsel. 

* * * 

Our most sincere thanks and appreciation go to our entire organization here and 
abroad for their loyalty and cooperation and to our 23,000 stockholders and the 
many friends with whom we work. 


Donold B. Lourie 
Chairman of the Board 

September 16, 1964 


Robert D. Stuart, Jr. 
President 
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Consolidated 

The Quaker Oats Company — 


ASSETS 

JUNE 30, 1964 

JUNE 30, 1963 

CURRENT ASSETS: 

Cash. 

$ 11,611,974 

$ 11,444,003 

Securities, principally U.S. Govern- 

ment, at lower of cost or market . 

18,697,951 

25,349,960 

Accounts receivable, less reserves . . 

30,080,731 

31,612,309 

Inventories of grain, materials, prod¬ 
ucts and supplies, at lower of cost 

or market. 

36,773,547 

38,380,300 

Total current assets. 

97,164,203 

106,786,572 

INVESTMENTS IN AND ADVANCES 

TO AFFILIATES, at COSt. 

9,439,446 

7,985,695 

OTHER RECEIVABLES AND INVESTMENTS 

250,055 

271,991 

PREPAID EXPENSES. 

1,164,636 

1,352,165 

PROPERTY, PLANT AND EQUIPMENT, at COSt: 

Land. 

3,243,208 

3,242,184 

Buildings and improvements . . . 

44,089,783 

43,005,614 

Machinery and equipment .... 

83,229,828 

75,547,171 

Country elevators. 

7,749,693 

7,425,742 


138,312,512 

129,220,711 

Less reserves for depreciation . . . 

58,474,274 

55,861,557 


79,838,238 

73,359,154 

PATENTS, TRADE-MARKS, TRADE RIGHTS 

and goodwill, less amortization . . . 

618,289 

845,855 


$188,474,867 

$190,601,432 


See accompanying notes to financial statements. 
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Balance Sheet 

Domestic and Canadian Companies 

LIABILITIES 

JUNE 30, 1964 

JUNE 30, 1963 

CURRENT LIABILITIES: 



Accounts payable . 

Accrued Federal and Canadian income 

$ 8,128,588 

$ 8,245,055 

taxes. 

5,697,896 

7,646,611 

Other accrued liabilities. 

12,341,621 

11,795,360 

Dividends payable. 

2,349,381 

2,377,867 

2 5 /s% debentures, due July 1 , 1964 . 


5,174,000 

Total current liabilities 

FUNDED DEBT - 

28,517,486 

35,238,893 

3 54% notes, due February 1, 1977 

20,000,000 

20,000,000 

DEFERRED FEDERAL INCOME TAXES . . . 

CAPITAL STOCK AND EARNINGS RETAINED 

IN THE BUSINESS: 

Preferred, $100.00 par value, 6% 
cumulative, authorized 250,000 

4,096,790 

2,456,523 

shares; issued 180,000 shares . . . 

Common, $5.00 par value, 

authorized 6,000,000 shares; issued 

18,000,000 

18,000,000 

June 30, 1964, 4,003,683 shares . 

20,018,415 

20,001,660 

Amount in excess of par value . . 

24,388,440 

24,202,687 

Earnings retained in the business . 

84,981,624 

79,221,768 

Less stock held in treasury—June 30, 
1964, 81,763 shares of preferred, 

147,388,479 

141,426,115 

at cost. 

11,527,888 

8,520,099 


135,860,591 

132,906,016 

13 

$188,474,867 

$190,601,432 























statement ol Consolidated income 

The Quaker Oats Company — 
YEAR ENDED JUNE 30 1964 


INCOME 

Net sales.$384,173,565 

Cost of goods sold. 284,333,242 

Selling, general and administrative expenses .... 71,387,055 

Income from operations. 28,453,268 

Other income. 2,385,902 

Income charges. 2,024,524 

Income before Federal and foreign income taxes . 28,814,646 

Federal and foreign income taxes. 13,636,293 

NET INCOME FOR THE YEAR . . . 15,178,353 

EARNINGS RETAINED IN THE BUSINESS 

Earnings retained—beginning of year. 79,221,768 

94,400,121 

Dividends: 

The Quaker Oats Company: 

Preferred stock. 611,667 

Common stock. 8,806,830 

Burry Biscuit Corporation and subsidiaries . . . 

(prior to acquisition) 

Earnings retained—end of year.$ 84,981,624 

See accompanying notes to financial statements. 
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and Earnings Retained in me Business 

Domestic and Canadian Companies 


1963 

1962 

1961 

1960 

$375,781,071 

$364,692,903 

$370,069,740 

$352,619,715 

277,608,819 

265,069,815 

264,305,105 

256,301,291 

68,593,268 

71,560,898 

73,718,545 

68,457,201 

29,578,984 

28,062,190 

32,046,090 

27,861,223 

2,420,755 

3,964,794 

2,664,673 

3,152,065 

1,635,775 

1,437,327 

1,677,850 

1,622,843 

30,363,964 

30,589,657 

33,032,913 

29,390,445 

14,877,732 

15,293,724 

17,203,074 

15,125,523 

15,486,232 

15,295,933 

15,829,839 

14,264,922 


73,246,043 

67,433,708 

60,432,255 

55,087,810 

88,732,275 

82,729,641 

76,262,094 

69,352,732 


711,186 

791,166 

930,987 

994,312 

8,799,321 

8,457,073 

7,378,214 

7,378,214 


235,359 

519,185 

547,951 

$ 79,221,768 

$ 73,246,043 

$ 67,433,708 

$ 60,432,255 
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Notes to Financial Statements 


The consolidated balance sheet at June 30, 1964 includes net assets in 
Canada of $13,015,575. Consolidated reserve for possible loss on uncollectible 
accounts, $1,709,203, has been deducted from accounts receivable. 

Provisions for depreciation for the year ended June 30, 1964 included in the 
statement of consolidated income aggregated $5,038,583. 

Provision for Federal and foreign income taxes for the year ended June 30, 
1964 includes $1,640,267 for deferred tax liability relating to depreciation 
for tax purposes. It has been reduced by the investment credit of the current 
year ($435,000), and by the credit for prior years ($731,000) which was 
treated as a reduction of property at June 30, 1963. 

During the year options were exercised under the managerial stock option 
plan for the purchase of 3,351 shares of common stock at $60.50 per share. 
The excess of the proceeds over the par value of the stock less expenses of 
issuance ($185,753) was credited to amount in excess of par value of 
common stock. Options are exercisable in varying annual percentages 
after one year from date of grant, and expire ten years from that date, or 
earlier under certain conditions. Options for 4,684 shares terminated during 
the year. At the end of the year, options were outstanding for the purchase 
of 59,720 shares at $60.50 per share, 152,302 shares at $80.50 per share, 
and 24,395 shares at $66.3125 per share; and 5,979 shares remained avail¬ 
able for option. 


Accountants’ Opinion 

The Quaker Oats Company: 

We have examined the financial statements of The Quaker Oats Company 
and its consolidated subsidiaries for the year ended June 30, 1964. Our exam¬ 
ination was made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance sheet and state¬ 
ment of consolidated income and earnings retained in the business present 
fairly the financial position of The Quaker Oats Company and its con¬ 
solidated subsidiaries at June 30, 1964 and the results of their operations 
for the year then ended, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 

HASKINS & SELLS 

Tll . . Certified Public Accountants 

Chicago, Illinois 

August 27, 1964 
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staiement 01 consolidated source and use 01 Funds 

The Quaker Oats Company—Domestic and Canadian Companies 


Year ended June 30 

1964 

1963 

SOURCE OF FUNDS 



Net income for the year . . . 

. $15,178,353 

$15,486,232 

Depreciation and amortization . . 

5,342,434 

5,056,728 

Deferred Federal income taxes . 

1,640,267 

2,456,523 

Disposal of capital assets . . . . 

1,638,075 

1,546,099 

Common stock issued under 



stock option plan. 

202,508 

61,885 

Other. 

202,721 

109,904 

Reduction in working capital . . 

2,900,962 

2,444,443 


$27,105,320 

$27,161,814 

USE OF FUNDS 



Property, plant and equipment . 

. $13,225,283 

$10,295,113 

Cash dividends. 

9,418,497 

9,510,507 

Treasury preferred stock . . . . 

3,007,789 

307,273 

Investments in and advances to 



affiliated companies. 

1,453,751 

1,560,921 

Reduction of long-term debt . . . 

• 

5,488,000 


$27,105,320 

$27,161,814 
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A Growing Family oi Products 


■ ■ ■ 


QUAKER AND MOTHER S OATS 

QUAKER PUFFED RICE AND WHEAT 
• 

LIFE CEREAL AND CAP’N CRUNCH 
AUNT JEMIMA MIXES 

AUNT JEMIMA AND QUAKER CORN MEAL AND GRITS 

AUNT JEMIMA FROZEN FOODS 

BURRY BISCUITS AND COOKIES 

FLAKO MIXES 

WOLF BRAND CHILI 
• 

KEN-L RATION FOR DOGS 

PUSS ’N BOOTS AND PAMPER FOR CATS 
■ 

FUL-O-PEP FEEDS 

Q O FURFURAL AND OTHER CHEMICALS 
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■ ■ ■ 


Strong Advertising Support 


The Company was a pioneer in the major use of advertising. Decades 
ago, strong and consistent advertising laid the foundations of consumer 
favor for our cereals. The positions of Quaker Oats, Aunt Jemima and 
Ken~L Ration as leaders in their fields have never been successfully 
challenged by later competitors. Now advertising is contributing to new 
profit opportunities for the Company. 


Our brand franchises are among the Company’s most valuable assets. Advertising is 
essential to maintain these assets. It supports and strengthens our market shares on 
established products. It is indispensable to the successful introduction of new products 
such as Life, Cap’n Crunch, Puss ’n Boots Gourmet and Pamper, and others soon to 
appear on grocers’ shelves. The establishment of these new products as market leaders 
is the Company’s best assurance of increased earnings in the future. 


Research as a Tool for More Effective Advertising 

Advertising has become a more precise business tool than it was when John Wanamaker 
conceded that '‘Half my advertising may be wasted, but I don’t know which half.” 

Modern consumer research techniques help us to learn in advance which characteristics 
of our products are most likely to appeal to today’s housewives. Before our advertise¬ 
ments and commercials are run, they can be pre-tested for their effectiveness. Marketing 
programs, particularly on our new products, can be proved out in test markets. 

Research has also sharpened our understanding of media values. In our own case, it 
has increasingly demonstrated to the Company the advantages of concentrating our 
advertising strength in television. 


Television Assumes a Larger Role 

Television’s potential coverage of the national market is virtually complete. More than 
92% of American homes have one or more TV receivers. The average home watches 
TV more than 5 hours a day. Research shows that TV advertising is seen and remem¬ 
bered to an exceptional degree. 

Present concentration of our advertising in this medium results in significantly greater 
frequency and impact for our commercial messages. It also enables the Company to take 
advantage of sizable discounts through quantity purchase. 

In recognition of these values, the Company’s advertising expenditure in the coming 
fiscal year will be heavily concentrated in television. 
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